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SUDJECT: SWIE 30-3-50: NASSER AND THE MIDDLE EAST STTUATION

TIE PRODLEM

To asscss the mpncati@t/u of Ecyption notionalization of
tbe Suez Canol Corpany and proboble developoents in the resultant
situgtion, - ‘;‘;

A. Dy rattmnut?.m cf the Suez Conal Coopany, Presidert _
Fasser hos for the tine wtng Grently strergthened his position, mot - ¢
culy as leader of Egypt, but aleo as the spokescmn and sycbol of Arad %
naticnalisn thromghout ths Middle East. Be has won wild sccloin 1
fror: the Ecyptian population, vern support froe the creater part of tie
Arab world, ard gppa-foval n-on the USSR. This has happened, nore--
over, just ns his policies hod appeared to have suffered a hwiiliating
reversal through tbe wexpected ngfuoal of the 75 and UK, and seeringly
of the USSR os well,.to finance the Aswan High Dan project. :
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D. It is not impossible fcr the Egyptiens to run the canal

with reusomble gpupetenee, althouoh Nasser would nluoat certuinly

i st i Y S o b e et s e g

cone to use control of the canol to odvance his own policies. The
Irioery eimificance of Nasser's rove ldes in its political and

peychological aspects rother than in the threat it poses to canal

- operations. Nasser's actior has strengthened onti-Western, anti-

colonial, and nationolist trends throuzhout the area, and if successful,
vill ercourgge future noves townrd early patimnalization »r cther
actior agninst foreign-owned oil pipe lines ard petroleuc facilities.

* C. The courses of action open to the West in this situation
ronge froo acquiescence with as good groce as possible, thoush recourse
%o diplomatic representaticrs, legal action ir internatiunal or other
tribunnls, appeals to the United Nations, ond econccic sanctions, to
nilitary operatiocrs agnirst Egpt. The UK hos already adopted érastic
econariic measures, freezing the blocked Eyyptian sterling bulo.mn
(obout 110 mdlldon po\mds) and all other Ezyption firancial acutl
in the sterling area. These actions my sericusly curtail lam‘.un
trade with the West, since nearly all of it is conducted in sterling.
Fravce hos fully suppcrted the UK.

D. The courses of action cpen to Nasser in countering Western

neasures short of i:ilitnry action include seizure of Dritish and
- il -
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other Western assets in E;ypt, harassuent of shippicg in the ceonal
by delays ard hiudranges, <r.full clusure of the canal to Western
shipping. Mojor irterference with cannl shipping would rot only
reduce the canal revenu.s accruing to E¢ypt but would probatly

nlso orouse the active é&isfavor of o wide ronce of rations, inelud-
irg sene of peutralist ond anticolorialist feeltng. It would also

:
"

provide Justification for possible forcoful Western action to Xeep
the carnl open. ‘Accuﬁing]s, Haooer is likely to ecvoid such inter-
fererce except 08 on extrene ncasure '1n reteliation for Western

actions.

E.  Deth the UK and Prance cn the ot:e hand, and Nasser on the
other, have olready teker positions fron which they are unlikely
0 retreot in the neor future. ' The prospect is for a rolonzed
period of crisis, during 'vhich existing notionalist ond emtl~ . -
Vestern sertitent in the Arcb states, ord probobly onong neutrolist o |
anticoloriol pecples, will probably be intensified. L0

F.  The recent developments are mrkedly to the Soviet
interest, opening as they do a wider julf between Eypt and the

West, between the Arnb world end the West, and possibly aucng

Westerr nations themselves as they try to agree on concerted

- 111 -
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_Tegotiated sclution of the cancl crisis, and thoreby will expond

cowiterneasures. The USSR will protally porticipate in cny

its irfluence ir the Middle Enst. The USSR will probadbly cive
Nasser support, both Peliticel aid eccnomic, ir his resistarce to
Westerr pressures. Masser would welccue such support. Althouch

ot the presert tine his interests appesr t> run parallel tc those

cf the USSR, we still deileve thot :Nasser - intouds to aveid Soviet
donination and tc refrafir fro: o Lire: and pervonent an@mnt with
eitler side ir the East-West strucple.

G. In the event of Western cilitary action asninst Nassor,
we believe. that the USSR would toke every effart to avold direet
involvenert, but short of that woulad m1m its efforts to (ive
aid to Nasser, ircluding possible covert introduction of uilitary
advisers and specinlistz, and would also capitalize on this situantion
1n the UN ord 1n the Arab and neutralist countries.

H.  Isrosl will viev with satisfaction the videned rift
betwveen its principal Arcb antagonist and the majar Western Povers.
It will probably appesl for greatly iccreased shipuents ..of arns;
such shipuents would aloost certainly lead fo violent anti-Western
regctions throughout the Aral world. We dc rot be:l.ieve, however,
that Israel will attack Eypt, ot lesst durirg the early phases of

- 3iv =
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this crisis. Nasaer will probably feel it necessory to avold come
£1lict with Isracl while he is ergayed in his contest vith (reater
“powers. However, if Masser eper(ts as o3 the vietcr in the present
crisis, he 1s likely to toke ou ircreneirgly stiff attitude toward

Isreel.

I. It is possitle that an interrwittna . conference of the
siceatories to the 1000 convention ond other interested porties
night produce o formle reccmdzing nationalizotion of the canol

coupary but protectirg the rights of internotionol transit, vhich

wculd be acceptable to the West, the USSR, and other interested

user cowrtries. There would be many cbetacles to achieving Egyptian
adherence to oy pev accord involvin:. istcrnaticoal eoutrol,
particularly in the light of Nasser's position that he would refuse to
accept ony neasure of such control. However, it would be ufficg;t
for hin to reject a solution if the Western Fowers, the USSR, and
Colorbo Powers, and the major thippinapmnawedinw@.nsit
wpon hin, perticularly if it fell within the mwrk of the 1808

eonvantim.




~ 1. THE NATIONALIZATION-OF-THE SUEZ-CANAL-— " e

DISCUSSION

1. President Nasser's nationalization of the Sues Canal repre-
sents -~ for the moment at least -- a highly effective move to
extricate himself from whet appeared tobe 8 humiliating setback
in an otherwise extremely successful foreign policy. By actepting
arms from the Soviet Bloc n September 1955, Nasser at one stroke -
elevated himeelf to a position of extraordinary prestige throughout
the Arab world as well as at home. This, and a series of other
moves, alienated the US and UK from Egypt without completely
severing connections; and ﬁny signified that Nasser had accepted
the support of the USSR without subjecting Egypt to Soviet domina-
Qon. Subsequently it appeared to my in the vorld.Jnd it must

bave appeared to Nasser himself, tht the USSR u:d the Wuutn ‘

po'crl von bidding against each other for his !tloaduhip. 'As the token .

. of thie compcdﬁn bwdlng Nasser secured an offer from the US

and UK to finance the Aswan High Dam project. and he either ob-

tained, or at least gave the impression that he had obtained, a
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corresponding offer from the USSR. Thus he seemingly demon«

strated the advantages to be gained for his own prlmarily Azab

-

" interests from playing both sides in the East-West connict.

and he caused soms allies of the West to wonder §if they had

chosen the most profitable course.

2. As things developed, however, the estrangement be-
tween Nasser and the Westera powers grew uatil the US, fonmd
by the UK, witbdrew its offer of aid for the High Dam. At the
same time it appeared that the USSR either had never clearly made
an acceptable offer, or if it had done so had also withdrawn it.
The project had been so Mind by Nasser abroad as to become
a symbol of his prestige in the area; its abandonmet would bave
been & severe blow to his position. To this eituation he responded by
8 speech vigorously attacking the US anduptchliy the UK as ex- .
ponents of imperialism, and be announced the uuonmung of the

Suez Canal, promising that the revenues from that cnterpirise would

be used to finance the High Dam, and would be ufficient for that

purpose. Nasser's announcement was greeted with enthusiasm in

Egypt and throughout the Arab world. At least for the time being
- z -
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it has etrengthened his position not oaly as leader of Egypt. but
also as the spokesman and symbol of Arab nationalism-throughawes- ..

zation incorporated within Egypt and operating within Egyptian

out the Middle Eszaet.

3. We beliove that the nationalifation decision was taken on
short notice. Although the Egyptian ﬁ.pverumnt had long been
planning for eventual ummptfgm of coigml over tke cansl when
ﬁe company's concission oxﬁ;gd in l§é{8‘. "_‘:.:636.,@.!' had given'no -
prior indication of desire to take over tlu canulbead of time,
and in fact had opeclﬁcllly stated that he did not wish to do ec.
Aiter the US-UK momcmuu.- the Egybﬂuo ahowoé every
aign of expecting that the USSK which had certa.tnly dupllyod
interut in financing the dam, would come to the rescue whor the

possibility of Weetern assistance &pappgprgd.

4. In view of the canal mmpnni‘n onm a8 8 private crgani- :

territory and Nasser's proposal to recompense shareholders on the
basie of Paris Douree quotations just prior to hie announcement,
it must have appeared to the Egyptian goverament that seizurs would be

.3-




difficult to upset on legal grounds. Mczeover, if Egypt should

would be little basis for legal action by the ucing powers. Al-
though most of the liquid assats of tho canal company are now

outside Egyptian control, Nasser has already threatened to

>
i
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bold up compensation of shareholders unless thess assets are
mads available to him. He bas aciditiona.l levarage by virtus of .
the fact that the Dritish, who are principsl shareholders, are also
the principal nsers of the canal and thus have a strong intereet
( in keeping it in operation. Now that British troops are no longer
ot statiouned in the canal zone -~ the last contingents left only a few

weeki ago -- the British cannot undertake military action to re- ‘

gain control of the canal axcept through outright invasion of

3

Egyptian ecil.

S. Meanwhile, uﬁonalisaﬁon could bring Nasoe; tmporﬁni
" adventages. Net annual revenues will psobat;ly remain 'i;c': be- |
low the $100 million cited by Nauer ip his 26 July speech. even
if he takes advantage of the leeway for an increase in tolls
provided by the present operating agreements. Nevertheless,

net revenues of $40 or $50 milifon would ease Egypt's financial




position, :.nd aome% wé-k on tbe ;t-wén Dim :ixight be under-
taken.” Mcre imporiantly the p-ycho.ogical inidaﬁve “temporarily
loat by Nasser at the time of the US-UK announcementu on the
Aswap Dam has for the moment-been triumphantly restored,

both in Egypz and in the cnrrounding Arab -bte-. The fact

that he has been able to itrike back on his own. without

tccep‘.ancq: of Blee ‘n-iume. .urther cnhances his appeal. o

6. Nmﬂomﬂization of the cml m bronght an angry reaction
from the: UK and France. both of whom havc temnany proeuted
the move. there have also beﬂn expreniono of concern irom
dther Western nauon'. The UK has ulrcady reuliatcd by otoppins

arms .hipmentl to Egypt. lnd by freezing a.ll Egypﬁan :
‘private and public untl under its eontrol (includhg .bowt 1o -
million pounds in ltarli.ng bahncn). !‘rance ie cooperating
in the canal cou'.pl.ny': refusal w relezse its French-held Hquid

assets to Egypt.




7. British and French opponhon arises in part from their
T - gtatue as owners of the’ ca\nll COmpnny (the Britiuh government -

owns about 45 percent of the nock and French private investors

remamder) >
pracncally all the / -and as major users of the :unal fteelf

or of producis tramported through it. ‘The most important of

these is oil, which ir 1955 u:couuted for 63% of the tonnage

R
e

through the canal; more than 60 perccnt of Middle East oil . — .
shipments, which now furnioh abont 90 percent of Weneru

| f European requiremenu and are mjor revenue producou for

( the UK in parucuhr. now go by canal rather than by pdpeline

| In particular, oil irom Kuvnit and o.m-. which is least likely to

be affected by oil uﬁonl.uuﬁon moves, is wholly depeudent on ‘

f tankers for ufﬂng

8. Evenif tlw Egyplhnl woro to mompenae t.be nock-
holders and opeuh tlw clul !n good faith, their -eizm
the canal would pou a number of dnnger- for -b.ippero ané tbo-e
dependent on producu tmlported through the canal. lt is un-

certain whether Egypt fwm be able to: Tun the canal etﬁcicntly

- 6.-




or whether an Egypua.n administration. will expend the amount

- on canal improvements. wh,i_;h.tb&in:reuing!y heavy trtfﬁc

burden is making necessary. Egypt cou.ldv raise ton- m some-

thing like twice their preaent levol without viohﬁag pre'ent

agreements binding the compauy. Direct adminiutution of

the canal, moreover, will facinute Egypthn use ofitasa

political weapon. Egypt's control of tha canal nyptoachon bu

slready enabled it to do gm. as ita prohibuion of I-rnn lhipc _

and its restriction of lhipmcnu to ] #el havc demonlttaud. |

With actual control of the adminutuﬂve nuchlnery Bgypt will -

be in a position to impose dohy- u:d haruumnu agaimt the
ships unirlendly or uucoopenﬁve powen of a loa't dﬂﬁc\nz o

to present for action by ﬂu UN o: tbc World Conrt.’ &

9. The political and p-ychologicul lmpu:t ot Egypt'- :nova
weighs far more h.uvily an Btlﬁih lnd French thinking thln con- :
cern for the company's rmnuel or even the rlsk- of interferonce

with traffic. The British and Frcnch ue natiom;.iuhon of the




Suez Canal as but another. and probably the gravelt. ina long

oerie- of attackl on Wectern intzteotl tn the uarea .. the mon : W___ .

notable being lran's naﬁonaliuﬁon of the oil indmtry and Egypt'l B '
unilzteral "abrogaﬁon" of the 1936 treaty with the UK in 1951.
They are almost certainly convinced that if Nauer'a move goe-

s unchecked it will bo !ollawed by oimnar aetlono thtoughout the
5::‘- 5

Middle East, and tho poqition of Welum oil interuu. wuch
the British in particula,: ‘oa-ider vital o their own aurvival. B

will be gravcly jeopndiud. , Morcovor. tboy rccogniu tbat
successful uuouuutlnn of tho cual wm grutly incrnu
Nasser's mﬂuence ln tho othcr Anb utatcl and ie tb\u ukely "

tolead to a further etouon of Wuurn preltigc .nd an i:ncuued

‘willingness on the. pnrt o{ thue .taul to !onow Egypt'a lead in
relations with th. Bloc .ad ﬂu Vl“t. lt la prlmlrﬂy (or thuo
(¢ Funcb au nkcly eo dcmnd thc

re&sons that the .

puvcnt Nu-er from "getﬂng away wlth

strongest mum 1

it."




10. Reactions from other nations thus far have been less
[-— -~~~ intense.” "The nationalization announcement was generally bailed T
throughout the Arab world, including Iraq. In Asia, the acceptance
of Egypt's right to nationalize has t;ecn mingled with some ex-

pression of concern over the abruptnees of the move and the

N
T

possibility of adverse effects on trade links with the West;
Ceylon's prime minister has suggested the possibility of a meet- —
ing of the Colombo Powers to discuss the matter. Early Dloc

reactions have been favorable.
1II. POSSIBLE EGYPTIAN COURSES OF ACTION

li. The immediate outlook is for an extremely critical period

in which Egyptian moves will depend in grel.t part on what actions

are taken by interested ouuidc powers -~ including tbe UK, France, . .
and the US, as well as the USSR and even Israel. Nasser i-. hmver.

not likely to make any major concossions because of Western

diplomatic persuasion or Western efiorts to secure legal

«9a
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redresa through international law. Indeed, to defy such limited ‘
Western efforts would probably at least temporarily strengthen
his position, since his actions could be made to appear as &
struggle against Western imperialist conspiracy. By the same
token, he is not likely to make major concessions because of
Western economic sanctions against Egyrt, a boycott of the canal,
or the impounding of the Egyptian sterling assets in the UK, even
though such moves would create critical problems for Egypt ..'
which is already short of foreign exchange and confronted with
difficulties in selling fts cotton. He probably believes he could
count on assistance from the Bloc and the Saus_ﬁl in such a situa-

ton.

12. If the UK and other Western Powers should attempt to en-
fozce their demands by occupation or blockade, Nasser would

probably attempt such military resistance as he could, maimmo

‘appealing to the UN. Although bs himself would realise the

hopelessness of military action by Egypt alone, he would feel




compelled to make the gesture, hoping for assistance from the

T - N, “and codhting on the revulsion-of Arab and neutralist’

opinion against the West to bring him further aid.

12A. Itis possible that an intgrnadonal conference of the
aig;utorieo to the 1888 convention and other interested parties
might produce a formula recognising nationalization of the canal
company but protecting the rights of international tranait, which
would be acceptable to the West, the USSR, and other intezested
( | . user countries. There would be mauny obstacles to achieving
Egyptian adherence to any new accord involving international

control, particularly in the light of Nasser's position that he

would refuse to accept any measure of euch control. However,

it would be difficult for him to reject a solution if the Western
powers, the USSR, the Colombo Powers, and the major shipping
powers agreed in urging it upon him, particularly if it feld

within the framework of the 1888 convention.

- 10a «
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Egyptian Operation of the Canal

13, Nasser initially reacted to the UK's freezing of

Egypuan assets by threatening to cloae the caual to British

shipping. At present, he is emphzasizing Egypt's intention to

operate the canal efficiently and to maintain it in good condi-
probably

tion. However, he wouldAake maasures to preveat the

passage of ships involved if he were confronted with a

persistent refusal on the part of major users of the canal

to pay tolls to Egypt.

14. If the West decides to accept Egyptian control of the
canal, or makes only ineffective protects, Nasser is probably
prepared to abide for some time by current rules and practices
with respect to level of charges, freedom of transit, and the
like. Having taken the big gamble in seizing control, he would
probably prefer to avoid harassing measures against Western

shipping interests, at least in the near future, lest such actions

.il-
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should serve as the final provocation celling forth violent ‘

countermeasures by the West. Moreover. be will be amdon-

-+ —— s
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to demonstrate the legitimacy of hio act!on to other nations,

particularly the neutralist states of south and southeast Asia.

15. In time howaver, if he felt his control of the canal to
be secure, the temptation to exploit his position to gain increased
revenue would probably become irresistible. Eventually, more-
over, Nasser might come to use control of the canal for poli-~
tical purposes; for example, as part of a campaign against
British interests in the Middle East.

Actions with Tespect to Other Western Interests Within Egm

16. Whatsver the outcome of the Suex controictoy itseld, -

the tensions ongondcred by that affair can only incresse Nnnr'. -

already e¢rong honincy mrd Wo-un influence in the M!ddlo

East. In almost any ovcnt. his eampugn ngdnot Western in-

terests in the area will be continued. 'I‘he actions alroady takan

by the British and French indicate that an lntenlu‘ied struggle

h T
g in

is virtually certain to occur.
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17. Nasser may move to take over private Weetern in-
terests in Egypt. Such actioﬁ would be particularly likely as
a form of reprisal in the event that sanctions by the Western
Powero resulted in a form of economic warfare between the

latter and Egypt.
Other E ap Actions

16. Nasser has for some time been clearly committed €0 -
the broad goal of undermining Western influence in the Middle
East and Africa. The Nuo& regime's active propaganda
against the Weet, both within Egypt and in other areas of the
Arad world and Africa, is virtually certain to conﬁnm. ‘l’hc

Suec issue may lncnuo its appul among uﬂ-W«un .nd

neutralist olom. c-pocuny if Western rncﬁou eo ﬁn cml ~

ooizuro oublu Nesser to nppur omut asa manyr eo im-
perialism or as sne who bas successfully defied the Wut. 8 ‘

19. One important target of the Egyptian uﬁ-Wut‘etnlcam-

paign will continue to be Western oil interests in the Arad lﬁuu.
Nasser would probably like to see a nationalization of the oil |

013.
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industry throughout ths Arab world, and in the longer m‘my '

e

run, however, 8 more promising opportunity for undermining
the Weetara oil position would be to promote «u::tion by oil
transit states aimed at weakening or terminsting Western
control over the oll pipelines from Iraq aad Saudi Arabia to
the Mediterranean. Such action migln‘;n particularly .pgu@-
ing to Nasser since the unsettled situation in the Sues canal
increases the importance ’» the Weot St thess ;lpollan.

If Egypt seeks to bring about euch action, its chief Bope
would be in Syris, where Egyptian influence i ltéfmg -
ariiong important factions n the anti-Wastern and unstable
government. Egypt aleo seeks to waaken the Western ol

- compnio_l in the m.sutbyptmhbor unrest and

utlounot-hd organisations smong employess of the eola- '
panies. |
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20. Other Egyptian action against Western interests in

the Arab states wm continue to hclude pnacd support for

s

anti-W“tern naﬂonallcu io Syria Aad Jordan, encoursge-

ment of Saudi Arabia in its already prohibitive demands oa the
US as the price of renewal of the Dbahran Airfield. Nasser
will continue his efforts to Mih US and UK influence in
Libya and his campaiga ugdut_i'unco in North Africs. Nasser
will aleo increass efforts to oad-nd Egyptian hﬂum’i inthe -
Sudan. There is nothing new’ in this pattern of Egypuan action,
which has been going on clmo Nasser emarged u the -pokum
for nationalism in the uon. The chief danger la the present
situation, however, is ﬂut existing uﬂonlu.t/ Ind uﬂ-Wuum
sentiment in those otatn my bo tnuutﬂod by sympathy for

the Egyptian ludct la;u- ottugglo over ﬂu ctna.l issue,

In such aa event, Nuﬁur'o lnﬂmc over oﬁot Aradb govern.

mentc may inctoud.

"
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21. Acdons toward Israel. Néner'. hostility toward

Israel will not be lessened by hiq,,-‘/current conflict with the

Western Powers, and the Egypti;n regime will continue to

exploit the Isracli issue as an effective means of gaining sym-

Py

crisis over the canal, Nuq'o“r will probably be suxious to avoid
serious trouble with Ilrui. and is not likely to go out of his

way to provide the m-ufu with an excuse for military action

againet Egypt. Howovo’s'. if Nasser emerges as the victor

in the present crisis he is likely to take an increasingly stiff

attitude toward Istrael.
oI. THE ROLE OF THE USSR

22. The Sovvid ‘vole in recent developments ie obscuare.
There is strong evidence that the USSR did in fact offer to
finance the foreign exchange requirements of the High Aswan

Dam some months ago and that -- possibly with Soviet

-16-
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action on
Egypt tovk a [/ . the cffer in the .cxpectation of getting the

the 1S-UK aid offer, the record haa been ambiguous, with
statements by Soviet officials in E;nygtﬁgayrttih‘:&‘f%: still
stood being matched by statements of Foreign Minister
Shepilov and others that the USSR was willing to support other
davelopiaent projects, leaving the implication that it was not

hel :
prepared to[ﬁpmeu the dam.

23. It is possible that Nasser's dqcillop to lu.tlon&lho
A« the Suer Canzl was teken in collusion with the USSR. We con-
sider this unlikely, though we believe that Nasser made bis
dccilo!‘on with confidence that ln would receive Soviet approval
E and support.

24. The USSR will probably help Nasser in his palitical ud
economic difficulties iy

fwith the West, by such methods as diplomatic support in the . °

UN and elsewbere and economic assistance to alleviate the
effocts of Western economic sanctions. It will altsost certainly
continue to provide military aid, and help for industrial projects
and other enterprises of economic development, probably ﬁ-
cluding some assistance toward launching the Hig!} Dam project
if Nasser requests it.

‘ Iw
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_we believe that the USSR would make every attgtﬁt,m_g!gl,i.‘. I

25. In the event of Western military action agsinst Nasser,

direct involvement, but short of tﬁat would intcui!y its
etforts to give aid to Nasser, including possible covert intro-
duction of military advisers and specialists, and would also
capitalize on this uﬁadonhthe.UNandhﬂuAubM |

neutralist counttlu;




26. ‘The USSR bas recently made some efforts to cultivate

better relatione. with Israel and certain ['aghdad Pact members.

o ot - o ———— r—— JP— R

Although it will almost certainly take advantage of opportuni-

ties for widening the br::c%:;etm?&?:oﬁdw?u‘ev&: tit probably
considers that rapid consolidation of an especially close and

exclusive rehﬁonihip with Egypt is not only unnecessary but

actually undeairable at this time in view of the probable ad-. . o~
verse effects on its freedom of maneuver. It will probably
continue to avoid full endorsement of the Arab position on

Palestine.

in hostilities, will probably continue
'27. Nasser himself, unless involved / to place important

limitations on the political commitmerts he would willingly
give to the Bloc. He probably believes that he can pursue in-
dafinitely an "independent foreign policy and that the present
necessity of accepting heavy economic commitments to tho

Bloc is a temporary ptopgrifion which can be brought back into
proper focus at a later d;t:i} be take- ro_uonnble precautions.
In so doing, Nasser probably were-ﬁ:naomwmty to retain
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genuine reedom of action. Should the situation so worsen

as miaterially to increase his already great economic depen-

dence on ihe B16¢ he might find himself trapped. However,

we belicve that at least for some time to come Egypt and the
substantial

Bloc will be linked by a °  though by no means complete

Community of interest with respect to Middle East questions

rather than by any more binding ties, and that both sides will

continue to bave important reservations about their mutual.

relationship.

247a. The canal crisie bas ¢learly opened to the USSR the
opportunity of further expanding its influsnce in the Middle
negotiated . '
East, since » kesolution of the crisis is likely to involve the

approval and perhaps the participation of the USSR.

«20 -
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1V. REACTIONS IN PRO-EGYPTIAN AND UNCOMMITTED._

e ARAB STATES

28. The initial public reaction to Nuner'.o action in
the pro-Egyptian and uncommitted Arab states has been
kighly favorable. His dramatic act of defiance has raised
his standing in the Arab world to new heights. At least in
the short run, the action wiil have an intoxicating effect on
Arab nationalist sentimett similar to that ongonderéd by the
original Egyptian arms deal with the Soviet Bloc. In addition,

certain Arab states may be encouraged, both by onmx.ﬁe and

persuasion, to take similar

[ |




0 bave been a proﬁubh move.. m. Arsb uﬁondiou will _ il

i By

anti-Western zctions in proportior as Nasser's action appears

4 el R gt ,-l . P b

gencrally approve Nuur'- action. the ‘dcgroe of concrete
support they will be prepared todifer Egypt will probably depend g
on the strength of Western and general world reaction. More- :
over, the ultimate efiect in both the uncommitted and in the
ro-Egyptian Areb states will depend oo whether Nasser can

carry through the action successfully without incurring severe ﬁ

Western jaehalu..'.
29. w 'N'l'.”ltt'c decision comes at "‘“ rticus i

larly unfortunate time so far as Western relations with Saudi




Py

set a high price for renewal of the apreement covering wde of the
US air base at Dhahran, and in the wake of Nasser's defiance

of the Western Powers, it ia unlikely that Saud will come down

- enough to meet present US terms. Failure to reach agreement

concerning the air base would ceuse Saud seriously to consider
obtaining Bloc arms, although he would prefer to obtain arms
from the US or scme other non-Soviet source. Meanwhila, Saudi
Arabia (and Yemen) will be encouraged by Nasser's action to
press territorial claims against the Dritish and the British-

supported sheikhdoms even moze -trongly_.

30. £t the same time, the Saudis will remain anxious to
avoi& such a deterioration in their relations with the US 28 would
endanger their vital oil revenues from the Arabian American 6il
Company (ARAMCO). While ﬂ:c Egyptian action in taking over
the Canal Company will ‘provido a pov)o:rful fillip to-A!:'ab inclina-
tions to nationalize foreign owned assets, the Saudis are aware
ft;Om the Iranian experience of the great difficulties of attempt-

ing to operate an cil industry in the face of concerted Western

4w mes




commercial opposition. Nationalizaticn of the TAPLINE facili-

ties (and raising rates) may be considered, but would probably

oot be undertaken if ARAMCO threatened to retaliate by cutting
production. While an attemnpt to nationalize the oil industry

28 8 whole in the next several years appears unlikely, the
Egyptian action might encourage the Saudis to r.du their royalty
Cemands againet the company. Even here they will protably
pivceed cautiously, however, and may counsel moderation e
should the Egyptians threaten to raise canal tolls to such an ex-

tent as to interfere with the flow of ofl.

3. Syria, Jordan, and Lebanon. Egypt's ally Syria will
o@n Nasser's action, Under ﬁuur'l influence, Syria might
be encouraged to undertake nationalisation of the oil pipelines
traveraing the country o7, atleast, seek to obtaia larger reve- "
nues from the operating companiu. Syru'o aetlona will be T
doteunined in considerable measure by the ot!cntation ot it. )
government. Conservative elemonts appear in recent weeks ¢o

bave regained some strength, especially within the army.
“24 -
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However, Nasser's coup is more likely to strengthen pro-

,-WmlememvmWMWcmm—-

moves. On balance, unlces the Egyptiano receive a set-back

at Western handls, the chances of ewentual actions against

Western pipelines and other interests appear to be better than

even.

32. The present weak Jordanian government is ptobabl'i '

wnwilling to jeopardize its Dritish support and subsidy, but will

temporize for feard the public reaction to any pro-Western
stand. It will be subject to strong internal presaures to give
Eg_ypt maximum diplomatic and propaganda oupéort. Jordan will
nevertheless probably continue seeking to avoid Egyptian domina-
tion. Should the Egyptians decide to oust the US economic aid
mission, they might well urge other Areb ltaus baving luch |
ptograuu to fonaw a -lmilar couree. 1o such a case, Nasser's
greatest chance of ‘success would be in Jordan, where US aid ...
has already been sulject to severe nationalist attacks.
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33. The Lebanese government will probably adopt a non-
commitial attitude until it ascertaing the degree of Egypt's
success in defying the West. While presently engaged in &
dispute with the Iraq Petroleurs Company concerning its share
of the pipeline revenues, Lebanon would prefer to avoid drastic
actions against Western interests because of its own nconomic
self-interest as & trading and financial center in the ares.
Lebanon will, bowever, find it increasingly difficult to resist
being iwept along in any general wave of anti-Western senti-

ment and activities which may follow Nasser's action.

34. Reactions to Westezn Retaliatory Measures. The

reaction in tho pro-ngypdm snd nncommimd Arad uﬁu to
etrong meumu ogaiut Nasser by the Wuurn Pmro would
probably bo ohltp. lmpoliaon ol economic unctlou vonld
probably arouse oymp.thy for Egypt and g‘lvn furthr tmpom
to demands for anti-Western retaliatory measures. 'rlu iike-
lihood of such effects would be increased in the event of
intervention by Western military forces or a substantial

e 26~




increase i1 Weatern arms shipments to Israel and widecpread
attacka on western lives and property might take place. Should ' . J
Naseer be forced to make eomiaro;xlool in order to reach a '
settiement there would at best be & grumbling acceptance dby
pro-Egyptian ¢lements. Persons and groups friendly to the West
would, bowever, be encouraged to assert themselves more openly.
e The Western position would accordingly be strengthened, but
further actions to bolster the position of friendly nations would
probably be required if the gaine were not to be lost.

. ( . V. REACTION OF TURKEY, IRAQ, AND THE PERSIAN GULF
FPRINCIPALITIES |

nxd

35. The reaction in Turkey to Nasser's action bas been un-

favorable. Relations between the two countries have not been good

b 22

in recent years nd the present ‘rnrkloh government would in all

probability uvo: u:bng Western retaliatory measures ogniut

the Nasser regime. While ther: eppesars to be Mtle the Turke can .
do t5 influence the eituation directly, they would give moral
support to Western countermeasures. On the other M. Wcate&n

27
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failure to act walld tend further to weaken Turkish faith in
the UK -- already somewhat under a cloud because of the

Cyprus issue -- as a firm partnor in the Daghdad Pact.

36. The situation in Iraq is more complicated. The Iraqgi
press and public has responded favorably to Nasser's action
but the Iragi gsovernment has so far acted with greater reserve.
In addition, some popular pressuros may be generated for
nationalization of the Dritish-dominated Iraq Pctrolcurﬁ Company.
The opposition {s virtually impotont to force the pro-Westera
ruling group's hand, however, and tn'ﬁxy case the pressures in
this direcﬁon are not likely to be significantly gresater than when
Iran nationaliged its oil lnd\utty. and hence should be conmnable.
In the event Nasser uuceuofully utablhhu hh control of the
csrel, however. the uﬁ-\vuhrn pressure on tho tuung group
in Iraq wm be gtgagly lncnuod. )

37. Meanwhile, the Iragi gevernment will try to turn the
West's attitude toward Nasaer to their own advantage by privately

urging increased Wastern presuure on Egypt and more sympathetic
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coneideration of lriqi arms needs. The government would

regard strong Weq;em uieuurea against Nasser as a sign that
theis n;embe:'-‘-u;ﬁ in the Baghdad Pact was not 8 mistake;

Western lnuﬂ.oq’ would further disillusion them. Considering
the difficulties which they would face in effecting & physical
take-over in Syria, the Iragis would probably not seek to caryy
out this lmg-ﬁmn a:nbitioa unless the Syrians threatened to
take action wlth reszect to the IPC pipeli. + vhich would jeos
pardizc Iraqi oil rmn.uu. The possibility of a Dritish-
inspired Iraqi move sgainst Syria designsd both to divert
attention from Na-;or and to fulfill Iraqi ambitions lhotdq not

be entirely excluded. }
38. There will probably be little _imodlau rcacﬂon/ to the
moves involving Egypt in the ofl producing sheikhdoms 7’! K'ﬁg-' .

wait, Dahrain, and the smaller Persisn Gulf entities which are ' i"' ]

-udder British protection. Naticnalist elements will oympi_t_htn N

with Naseer, but anti-Dritish actions == except possibly cn e

Bahrain -~ will not immediatsly develop.
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V1. KEACTIONS OF OTHER ASIAN STATES

-- 39, -In Iran-reactions to the Nasser gMMbnt'n moves and
to possible Westsrn eomurma;urcc will be mixed. As a mem-
ber of the Daghdad Pact and on the basis of its o'wn experience
with oil nationalisation, the *’nnhn government is apt to be
skeptical of Nasser's move. It will WM:ro be concerned
over the possible effect oo on ohlpmontq" tbroygh the canal.
Nationalist elements which have long op"éoud the Dritieh will

sympathize with Egypt.

40. Indis, Paldohn; and coylonf"vm probably all feel eome
concern over the future bm of the elnll iand the poseible
effect on their sconomies of higher tonl vdnch the Nasser ugim
might seek to lavy. At the same dm. those three COmmmcalth
members will tend to .Mn the t«llng that Naseer bn a rlght &o

take such sction in l:gypt'a hhun. howsver much some of them

may disapprove his abrupt methods. The press and vocal public

in these countries have already expressed sympathy for Egypt's

position. Such Southeast Asian countriss as Durma and Indonesia
30 -
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can be expectod to give Egypt moral support as 2 member of the
Pandung grouping. Their involvement will, however, be less
direct. On the other hand, Japan, whick relies hesvily on ovef-
seas trade, is concernad over the effoct on its commerce of a
possible increase in canal tolls or any slowdown or closing of the
waterway, and might support Westera efforts to correct the

situation. -
VIl. ISRAELI REACTION TO THE SITUATION

4l. The predominant reaction of Israel to recent events

has baen one of satisfaction over the clear and sharp conflict
[

which has emerged between the Western Powers and Israel's

prinr-ipal Arab cumy. anm some coocern leat Nuur ine -

by nllo aehlou the power permanently to block hrun ucou
‘ﬂn Bus Canal) Ierael almost certainly counts on bolng ablc :

to ochhvo a net benefit from the situation.

42. In general, lsrael may be expected to pursue the line oo

that the more trouble the Western Powers have with the Arab
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states, the greater should be their support to ;.rael. The most
immediate objective of the Israslis will be to secure arms from
the West, hoping that the Western Powers® resentment and dis-
illusion with Nasser wm cause them to revise their previous
policies against arming Israsl. Israel also probably feo_lo that
the opportunity bas come to focus attention oo its own transit
rights in Sues and the Gulf of Aqaba, which Egypt has always
denied it (with minor exceptions in the case of vessels of other |
nations carrying Israeli cargoes). lIsrael will probably seek to
associate itself with any multilateral international action taken
against Nasser on the canal issue, and will also prees in the UN

and with the Western Powers for implementation of the 1951 UN

Security Council resolution calling on Egypt to permit the transit _

of Israeli lhlpping thtough the ¢a_m.

43. !lrul would prob.bly welcom. Wcohm miutary action

- in u-ponu to Nuur" .seizure of the canal. The hmuo

weuld probably estimate that determined Western military action

would not only lead to Naoﬁer’l downfall, but would also very likely
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strike a severe blow at the potential jor action of militantly

ana-luaen alementa in Syria and Jordan We believe that the

chanc.e- are against Israel iteelf deliberataly initiating war with
Egypt, at least during the early phases of the present crisis.

The danger of such action might materially increase if the
Western Powers undertcok mmnry action =« in which case Israel
might seek to join them; or if Western relations with Egypt
deteriorated so drastically that Israel could feel reasanably con-
fident of 'avoiding sevore Western punitive measures as a result

of attacking Egypt -- presumably with the aim of destroying the

Egyptian forces and toppling Nasser. Short of such situations,

Israel's military policy toward Egypt and its other Arab neighbors |
in likely to remain conﬂned to a tough one of retauatton for border
bnm.mnu lnd nndsuu to 6ght if boxder inctdcm cxplnd

an mr. ‘ 5
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